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AOIHCULTURE IN A WORLD OF TRADING nLOCS 

by Tim Joslins' 

Tho PllBt. few Y<Hlrs hllB uacn a growIng ooncorn with tho prospoot of a 

WenK(Hli ng of the mu 1 t II attlt'a 1 trading system llnd he emergenoe of a small tlurnbot' 

of rogional trndo bloc~. Thu fonl." 1,!l that. 

prot i,)C t lon! s t t (;lmi<'tl" hIE:! t ownrd NlCh othor, und thus fo1,'oo indopendont oountrloB 

to tnkt1 Hh(>lttH' with!" u n'p,Joflill bloc. 1'ho bonefits from a broad tnultfllltOt'lll 

lliHh' BY/;lt\·tn would ilwvltnbly bo forgono, tlwugh tr.udo could Btill stay "0pCH)1I 

within tlw bltH'!i, Tlw E·~t·nwth of n~81onallsm 1a lncieod evident: in mony partH of 

ttw world. llnd ttw iurtlwr d(~lllyG that: luwo ovortnl(cn the completion of thcl 

l'tllf',UUY l~mmd uf l;ATT n080t Intlonf~ nro onough to givo any supporter of 

mul t tintlHAl t rtHlv "'fllHHl for conCCHon. Rut tho drift towards a world of troding 

bl()~'fi tlMj not r.w fllr Pl'Of',.'(lfHWd to thCl "potnt of no 17ctun,lt. Much will doptmd 

UpOI\ tlw lwhnvlor o( tiw bl(H~9 th(HnaolvcB tn tho next f~w YCllt'S. 

Tho L'i§lW of tl'w tft10tmEnt of llgrlcultul'O In a world of trading blocs 19 

1 i kol y to lw('om(l more importAnt H thC'BO "100& como to domi.natc world trade. I { 

this hUPlwnB th(H} w(,rld Ilull.'kets will bo strongly lnfhu:Hlced by tho ex.ternal trAd(~ 

polfc1IHJ of tho bloc countrl(HJ. There arc roaaona to believe that Buch blot's 

will tC'tHI to CHlopt llnlfonn polichH} toward thi.rd countl'i.es ovon if they remain 

frc'(hlrlldc IHt'dfi rntlwl' thun Cl~fltollla unions. But oven if th(.1 cl'ade blocs remain 

!HJiwldi£u'Y to th<l multllatonil tradc! system. the trentmClnt of agricultut'o amI 

llgrlculturlll polley within the bloCH) 1s of intol·O"lt. '1'hore to one con point to 

1'h(~ author is n Profossor of Economics in tho Po;)d Reseorch Ins .. I tuto. 
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dynamic forcos tending to shape policy actions. 

Ant'leu} ttn~e 15 trcated in ,'arioun ways 1n trading blocs and free. trad(J 

arOllS. 'In some 1 t l6 ignored, as 1f not really fJUbjeet to the S8rna sat 01 

c i r,~um8tlint~(Hl as othf,'l' sectors, tn rare CllSCIJ it 1s treated 11Il II regular sector 

of t}w (!eo''\omy, and subject to thfJ tuuns rulos. In most Cl.l.8CS countries have trod 

f,'{lf£l fully in frami ng lll'rLlngomont I"J for freo· tl.·llde aroas SQ as to preserve as mUl'h 

as P08S 1hle of the domest tc autonomy of farm and food polichls. Nevertheless the 

ogrleulturol sector 1, hound to be affected by the existenoe of free trade wlth 

tI(l1 r,hhnt lng c..'ount rlos Tiltl only 16£\1\.10 is whethor policies will react quickly to 

tHKE' tHiv£H\tOp,C' of p(HHdbllHtN, thl1t freer regional trade brings, or whcttwt, 

f,OV(' frtlllf>tlt~.\ wi U I'NlI B t Utlt fl tho poUe lco are modI fled by nUlrkct: p1:~s8UrCfJ () r 

collnptH' Imdt'l' tht·l r ()\vn w(~l~~ht. 

Thi~) lHhlW of. thE' ('volutinn of domost1c pollclos In fr(i(,,-crud(\ Ill"OnS 19 it\ 

turtl CI'IH llll tn ttw Inltll"(lr,tfl ()f indepondent countrios aclllng into w()rld market.l 

fell' Hp,ticultlJrllI prndlu'c', If th('l blocs pursue aggrEHJslve pollcicB toward eoch 

CJth('r tn (ithor (H'fH'('ts of tnidc', their agricultural trade ,'elations arel unlikely 

to b~ lihtortll. Alld if olJrh country WOrf} to keep its own rtwtrictlv(l llgricIJltufn} 

policY in th(l fRep of oth(lrwlse opon intra-bloc trade pollclc~f 1t is not clear 

what fH'ope would ()Xhit for globel negotiations on typcs nnd 1 (.lVeh. of support . 

If. on tlw ()t~l(tl" hand, dOlllt';HJtic po11c108 bocame modified llS II l"cHiult of intern;l\ 

t I'lld<, d(>vc,lopm£'nui wIth t n ttw b loes thon th(~ 1.ntarnnt 10nnl Impl1cat Ions could hf' 

b.nd gn. I ndoed om) (,CH,IId Itnliglrw l! path to 1 iboral 1 nternllt lona 1 market B plHHl i flf 

t hroup,h rE~I,.l onnl1 y 11 be rllHsod agricul turnl pol Ie 108 brought about by the fore t'~. 

of rogional mark.t integration. 

This pl1prlr attomptft ;. 'ore thin poth by considering the interactitHl 

bBtwD~n agricultural policies ~~d freD-trade arOllS. As n structural devicc, thp 
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argu.ment is focussod on eight propooltlons. Thoso inoludo two propositions on 

1';ho nnturo of trade blooD I followed by throe on the implications for agrloultul-01 

policy within the blues and two on the lmpllclltlons for wo~ld cOlrunod1ty tt'lldf!. 

No attempt Is mnda to match tha propositions with actual polley developmenta, 

though that would bo an interesting next step. 

Prtlpfltd t hm 1: f'r(!f:l l't ado ArelW Are cllt} Norm rather tlltm tho ExceptJ.on In 

"'arId Trade 

I fPcont orisin. or as affecting only 11 few c luntrlcs. To put the prevalence of 

mNnlwn3 of n's',innn} tt'odfl nlllnnc(Hl. 1'he most ',ignl"lcant current frce-t-"\nl(' 

lHf'lHJ /H'C 11 § t Nt I t op,Pt htlt' w f th the 1 r member countries. 1n fob 10 1. Tho 115 

,ol.mtrl(Q~. un tho list In(llld(~ most of thcJ Contract1ng Partica of tha GATT, us 

W'(·11 .Hi a h.Hld!ul thot arc not GA'rT members. 1 The reglolHl that arc almost 

(iflt lrdy cov(Jf"d by FTAs afC Aidco, Europe ond the AmericLls: by controst Asln 

Dfut tll~ formpr Sovlpt Bloe havp not (yet) developod regional trade llssociations 

rfH~ t.n·nd toword 1'(1g101101. trade llberollslltton hns proceeded farthest tn 

1 On(\ c,l\mtry. Milurltan18, la a member of two free-trade t.roas (ECOWAS and 
t lw Arab Common MnrlH't). The Table does not include prefer'meo schemes, Bueh {Hi 

thCl l.om(l COflv<.mtinn betwoon the t~C llnd the African. Caribbean and Pacific (ACP) 
c'mmtritHJ lind the Carlbboan Hanin Initl.atlva (CnT) of the US I The &:C itsel.f t-, 
included as a port. of the guropcMn Economio Aron, formed bet\l/eon the Ee llnd rWTA. 
SwitzC!rlnnd hoa not rntified the EEA Treaty. Not all the FTAB in the list lHOP 

('qulllly effectivD. hut all have been actively used in recent years as a vohiclfl 
for [t-Clcr rCI.\lonui tt'ndo on II tnulticommodl ty basis. Many have pinna for tart ff 
harmoniantiotl. and some alm to 11bo1'll11so ()Bpital and labor flows. In general 
the f'TAs U ~J tad h(lr(~ do not plnn full economic or pol t t lcnl integration. 
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Europe. where a large and seamless 'tlnte:rnnl market" wl11 lnrgely be 1n plnce by 

early 1993. The n()got!ation of a European Economic Area which includes the gO 

and the EFTA countt:los, and of A88ociatlon agreements with Poland, Hungary and 

the Czoch and Slovak Itopublics I effeotively sets up an eoonomio group of ovet 

twenty countries. North America 1s following hard behind. with the North 

American {;oree 'frado Agro~ment between MeKhlo, Canada and tho US t \lfhi.c:h builds 

upon tho earlier Cannda-US Free Trade Agreement llnd promises a tariff-free zone 

for Illost commodities over a ten ycar period. 

Prompted by thOBO regionnl activities, sevet'at 1*eg10nal schemes have been 

revivod or hH'nwd in l,Jltln Amorica and in Afrf.ca,z In Latin America, tho 

fOI·llH'H ion 01 NlmcoSl'R nlnong the Southern Cone countr ios (axc ludlng Chile) I and 

the ci(lcision hv tht! Andc'an Pact counlLl(l~ tn form nn AndoDn Common Mnrket by 

199~. has st1('ngthcn(1d tho often shaky level of oconomic cooperation 1n this 

,oeglon.:1 The countries of the Central American Common Milrkot htwe Signed tl 

framework agr(\(\mpnt for free trad~ with Mexico by 1996, and CAn be expected to 

nl)f!,otiate t(~rm6 with the othel' NAf'TA countries. Among thoso ftH~lng II lCB6 

cl?rtain future ore tho CAlUGOM ("'luntries, many of whom huvo preiorential accoss 

to tlw US thrcHlgh tlH' eBI and to the EC through the Lome Convention. who face tlw 

pt'OSP(\ct of an ('rof1ion of those preferences. Th~so countries may also be obligf?d 

to j 0 hi a wi de fl(' d NA['i'A t () r(1ma in 1 n content 10n for invos trnont funds and to kepp 

access to the US market. 

In Africll, riddled with regional ttude agreements slnct.1 tho colonial dAY';, 

2 Many n\glonlll trade groups wero founded among developing countries in th( 
1960 I S I it, part as a rosponse to the (H~tnbl1shment of the Ee. Th1.s curr(~nt 
reBurl~{mc{~ of 1ntorost: carl be tracod to the ronGwed llctf.vlty itl Europe following 
the publlc:atlon of the Single Market White Paper in 1935. 

Chilo hoa opted for frec-trade agreemonts with Mexico and with the US. 



II omll aenso of urgency 1s llppnrcnt. The oontinont (south of tho Snhern) 1s nO\'l 

covered by four trade agreements: ECOWAS in West Africa, formad from tho 

oxpansion of the Francophono CEAO to include Anglophone countrios j ClEeAC tn 

Centt"£ll At'rica, n revltalisot1on of tha UDEAC arrangement of tha 19600; and the 

Pi'A. which lnclud(.H) countri(HJ that wern bl tha dofunot EAOH as wol). as those in 

Southorn Africll: and SACU, which covorB thoso countries 010801! nligned with 

South Aft iOd. 4 Several Not·th Africlltl countries ptlrtlclpllte tn the Arab Common 

Market, and in I1ddition hl-lYO formed \flU'tous b11llt~ral Arab Unions. Tho ultlmato 

obj(~ct1vo hn~ been llsreed hl the OAU to work towllrdfJ an Afrtoan Economic 

Community, on th(1 buats of auch Bub-regional g1.-ouplngo, by tho turn of the 

rHfJl'u~H.d()nU nmon.~ tho PlH~jf:lc Him countrios ot'(' also aimed ot eatabllsh1nn 

a rt'giofwl t l'odt· ld(lllt I ty. The only trtH} Aalon regionlll aooociatiotl, the ASEAN I 

I 

hLlb hlid a po lit 1<.'~ 1 /lnd 'Jocurl ty fOCUfi. Those countt'lcs hove now agreed to 

09 t ob 11 uh lln Aot1an f f(l('. t nldc.\ orca (AFTA) I which would 1 !bera 11so internal trlHi(l 

In l~ yours. Broodel' economic grouplngB hove buen suggosted, most prominently 

by Mtd Ily[d a I I1B a way of t(H\C t inl~ to Europe£ln and North Arnot" icon rcgionn t 

hloceJ,!: So for dlsC'usslom~ hold under tho \unbrclla of tho APEC have n()t 

proccodod far.' ISSUOD of momborship and obJoctlve Boom at prOBont Insolublo, 

" An octmoms'c dov(} lopmnnt grouping oC 8tlltctj In Southern Africa, the SAUCe. 
has recently I1greod to sot up the SADe. which would overlap In both substance and 
lll(lmh(~r8hlp with th" PTA. 'rho PTA countries have proposod a morgnr bCI:WCtHl tlwm' 
l \w group 1 nBs, 

!J The Mnloys1.on aU88etltl.on would have led to an gnat Asian 1~(H>nomic GrouJl, 
comprising ASRAN, Japan and Boverol other countrios 1n tho roglon. 

APEC wos formod In 1989 to act as a forum f~r tho dlacusalon of tradv 
lauucs In the Pacific Rim. It was not cnviBaged at that time as a trade bloc 
MorD rocently, AFEC haa aot up a Socretariat and called for n program to hv 
prepared which would lead to rcslonal trade I1boraliaotlon, APEC includes th~ 
US and Canada, who arc not In favor ot a preforontial roslonnL trode agreemont 



Ilnd a Urugut\y Round outcome that wl11 revive multilaterAl. trade rules 1s still 

considered the most dcairablo option. 

Propos It lon 2: PI"ClO Trade Areas lU·O Hot (J Subst Ltute for tlle l1ulelllltornl 

System 

It: would ap{HHu' from their prevalonce that Frccotr/ldo arcas fll1 soma kind 

of political or economic noed. The political attraction of these trade blocs 19 

that thoy eon b. portrayod on both a atop towardu morc opan trade and 06 a lfne 

of d(!ft'n<;'t) 11811irHJt ('011lptltitol"a. They w11l stUl ho opposod by protectlonhlt 

elomental including thOHO parts of the bureaucracy that afe threatened by freer 

trod., but ar. l1kplv to hllVO widespread support 1n tho buslnaua community. Ao 

('coflomi(' f;tl·ugglt·~~ rf'pllH'o th(\ !H'tcurlty tenf110ns of th,,; Cold Wllr. alliances 'luch 

SI th~ae may cnmp to replace defence groupings 68 a focus for forelgn pallcy. 

And in int(lrnfttlonlll fC>rtl, groupe of tltateB may corne to play the role of ttw 

1Il{'rcctnt i 1 j ~t obl"('t IvN). Th(l liberal cnne nH~t!3 on tl'w notion that the pr '''If) 

of t'(IIoov;tl {)f t rlld(· bnrrlefa fa (lllFJior In rogional mar{(ots. Thin CEHlO III 

,Hrt'lIgttwncf d In ~Hjch (Jf(IIlS as services, where l1t.th' multllotot'al trade' 

l1boral1s8tJDn hne boen eVident until now. llnd in intellectual property rlght~, 

whc·re n(~w <"OdfHi of (!onduct aro I\(~aded to denl wlth new technologtes. Set'vic'( 

t rode· may (Ixpond much quicker wi th1.n regional mllrkctB, wher£~ n·gulntlona whi eli 

govern labor llnd capital flows con be more cnsily coordlnatod. In these areAh. 

~l(lv(lra 1 of t hn f"rAn nrc, pU9hl~1~~ niland of the Uruguay Round. Should tho Round ht' 

----,_.----------.-----
In thifJ eU'PB. 
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succossfully concluded, tholr provisions will be leon nooosoary, 

The most signifioant area of 1"o&10l'la1 11berallsation 1s likely to bo 

invostment. Tho attraction is that domestic firms CAn in'vost in the relative 

fHlfoty uf the pnrt.'hJt' eoonomy, to take advantago of cost d1fferences (auch as 

lower wage rates) I whilst hnvlnJ! the assuranco of llCO(tBtl for tho flnt$h~d produ('t 

and loss chance of dtscriminutory (lction by tho hout: govornment. In such 

c 1 rcumutllHCeti I t radt\ ttl oncaurflgod by tllA reduction of uncertainty I tbough the 

olt(~rnntlyo of II multllatarlll agroemont could stUi be bottor If it: woro 

possiblo, In 8on~rol, such positive trade llborallsatlon nerVes to odd to growth 

and omploytDlHlt, and to mnl-w hotter \HW of the w()rld' fJ rosources. 'rho phrll!.lO 

"opon regionalism" hRI b~pn coined to donote thla plurl1ateral Ilberaltaation. 

"lw problc1lUFl poned by Emcil ollttUl{10fJ stem from the dofenalvo naturel ot lUuch 

of trHd(. polley, fHi it mlght beeCH"" mllnlfcat in the! usa of trade restr.ictions (It 

tlw rogJ.oftol 10v(.1. It h II fint) 11no betweon onc(luraging portner 11WtHltm(mt llnd 

dill«)lIroglnp, inVMHtn(lrH from third partlofl. Th(~ oxltH:onco or a rogionll1 

{\grN·mOtlt I tor (q(llrnpl(l t Ilf\l1!nat clxpropl"intlon of proporty held by foroigtWrH 

illlpihui ttHit tIlt' (l)cdud(1d purtio!» hovo lo~w protoction. ItlVO~Jtmont coatfJ fot' 

tlwrw c()\JtHrh·fj will lw hlglwr t.o c()vor grootot" rhltEi. At tLmtHi of 0<:000",1(' 

tHll"dHhJp, Huch flubtl(· dltH'r1mln/ltlon CliP e(Hllly turn to blatlHlt proto(!t:f.on, Thi~; 

hltlthl1p,htt:; tho n(l(·ej for tHrollS multllatoral lnutltutlonu lmd ruloa to OYOrS(HJ ttw 

trad(l bl()('~'1 llnd tlwlr rcll:n ionahlp to ono unothot', 

Prop(}olt'lC)J1 3; ABrlclllttlro clluses Problems for Frot) Tr/Jdo liJ"-UJ8, l1nd 1s 

Illcludad UnwlllLl181y 
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Agricul ture has often ~een lofe out of FTAs tot' tt'Olltcd 1n a wo.y ~hloh has 

effoctively cxoludtld ngrlcul .urnl trtldo from their prov1s1ono. l,'hlu mny not bo 

a posst b 10 lwlutlon tn the futuro. if thos$ llt't'nng~monts take on greater 

tlignlf1cnncc In national trade) policies. Th'ra arc four: major roasons to tnclude 

llgrlcul ture 1,0 the provisions of an FTA. f'lclJcly, oxportor members will want 

llCCC!Hl to {(UpOL"COr mnrKot&l for thflh' ngr1culturlll goodo. Only an tll11anco t)f nIl 

Importing countrlea nro likely to bo ablo to 19noro agrioultural trndo 

111togotlwf, StH~ondlYI food COf;t dJfforonccu IUllong countrlol; wlthin ttl{! F,'A, 

orlHing from dtfforont Agrlculturnl prloes could both dlatort trada nnd 

lfWt'fitm\'nt pattf!'!'tHJ ond ('£tUfHl problomu of wago cnmpnrnbIl1ty. Thirdly, If 

up,rirultut'fl Ifl ('xcludf'd ttl(.' food Rector ~J111 tend to rOfllllln rwtlonal. 10 fJCO?(', 

CHI (:1 X'f'f,\!lt CIt cllffprNlt row tI'Ilit{lrilll cOF.lta und regulations, nnd mlly not be 

lt1 t t 1 rflllttCHwl1y ('ompHltlvf1, And lost:ly, tt in not GATT 10&tl1 to (lxe.iud,. 

Itf~t' t C'tA 1 t urc' from t l'fl(I. t rlld(l IIp,r(!mn(lllttl, Art 1(: le XXIV r~qu t rOfJ that EWC'1l 

o.~n'('nll.'flUj (,f)\I('r NHHlfltllllly 011 tl'lldn alllong tlw partnera. 

'nwn· lirc' in NH;('rW(l rmly two tonoorw to exclude agriculturo from Hlf' 

provlulorw ('f fI fr(O(;l-tradf! (trOll, MOfJt domentic agricultural priro pollclt)~j 

"(I(lul1'(' prol('rt ion lit ttl(· hnnlclr In ordor to bCI offoctiVt'. As a (.~orulo(luonCf~ I 

f flH' t rlld(· pmWfJ ~WIII(I thront to tho opotllt i.em of (iuch pr,ugrlilTw, And l:1og(}ti.ot1.nflfl 

nrp Itkt'ly t,} IJi' 'olllpll.ClItCld hy domestic form polley considorations, One cnnnot 

bllUIW poUt lcinnH ttom tRking tho aany WRy out whcm CRewel with rwg()tillt1ng 

n~gJol'llJl ll('('t~'Hl to dlC'rilJlwd domostic Rgrlculturnl fIllltktH:S. 

In tlHl t rtlllty (lutnh! Lohing tho EurOptHHl Pro£! 1'radr.~ AEHlod,L,tlon ([~F'rA) I II 

1960. nplrl'('\lltun~ Will} 1(3ft mIt llt tho imlistonco of thEl nl~lt1flh, who dId not wit.h 

tC) WM.kc'n prOf(~f('fWlHJ lor tilt' C()mmonwoalth (Cllnada, AUfJtt'llUn llod Now Zonlllnd 111 

pon,l.c!ular) . 
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£lgrtcul turo out, ltD no l~f"1'A profCrCnO(HJ Wt\l.*O baIng eroded by nOOtHuJion of Donmnrk 

llnd t.he UK to tho 1~C:. In tho mora raoeme nogotlntlona lending to tho orontion 

of the But'opoon Economic AtOM} (REA) in 1992, llgrtculttu'o has boon lllrgely left 

out of tho EC/~'FTA lntC!t'tlol market llgrOtllncnt. to tho chagrin of the Spanish \llho 

would l1ko to have had bottor OCC09S to tho rioh Nordio and Alpino markets for 

msdltprran~nn products. A serlos of prcrcrcntlal quotas 10 inoluded in tho EEA 

which only sorvo to hlShll.~ht the current: fragmont(Jd nature of the mnrltct for 

mony tlgrit'llltlll'nl good" In IW'l'A. 

The vlH'lcHH~ I.attn Auwrfenn fr.cc.tradc agreements. including tho l.AtA, tho 

ANl>f:AN PACT I M~:I{COHUR, und CARl COM, ,,11 hllve (HHlfi~.t: tolly {'ocllaRed on lndustr 1nl 

pt'()d\lct~l. 1'lw hl111{(q'nlEi h~lng nagoti.llt(H.l under tho framowork of tlUJ Entorprlcw 

tor tl\(l AUWriCiH' Init iativp (gAl) n180 nrc light on ngrtcultlll~e. In Asin I 

t't' fl, 1 otl,d group lugH n n l lCI/HJ comm(m, and honea havo loss d 1 roc t 1nfluonco on 

ap,tlt'ullul',ll pol1('v, MH:AN haB ()pOJ:nt(ld a collOt.1tivo agrooment on food IHHHJrJ.ty, 

involving n,. f.ih;nlng of rh'(l Eltoekcc) At t1mofJ of uhortagc, but otherwise hoa h{td 

litt1(! lIf,rlnilturnl (or tradel ) ,'ontont. Rocf)J"ltly, ASgAN countrituJ lHwe OSl'fWd 

to tHi't tip II Cl'N··tl'lIflc) (H"MI (Ar''l'A), but (igrlculturo 1« to bo lnrgt~ly oxcluded. 

Ai ricnn f t'(·(· t t'IHl(l ngrC\flnl(\fltEJ havel B('florally included I't'ovlBion fot' frcH'\' 

t.t'(I(lp in (jgl·h~\l1t\.\rlll Iwods, llt) thcHJe covor D largo flhllr(~ of trodo for tlw 

~'ollnt ri(lfj lnvolv(1d, Ilow(!vnt' () Vlll'loty of revenuo dutieR, coupled with tho pl:lrll. 

Fltntlll {'ontl"ul ovett:, tullny of tho CKport commodtticB, hove modc ogr1culturol trocip 

l(lfH~ thnn fr.oo, (lv(+n WlUHl no turif! rOBtl'ict:iorm apply. InBtolld tho CmphllfJi.fl hn'l 

of ltln t unwd to t he coord t nil t Ion of ner tcu!. turol hwoa ement I llnd to comm"11 

Rpproach~B to proupoctlvl donors. 

In North Am()ricll, CUSTA (l990) ineluded llgt:f.cultut'tl in tho tariff-cuttin!', 
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activity, but not ~n tho non-tariff burrier removal.' Neither the US nor 

Canada thought of tho other as a bi.S potential mnrl(ot I Ilnd ehfl GATT Round seemed 

to be tnl({,ng caro of o81-10u1. tural tt'ade 1tH1UOtL Till) NAF'l'A (1992) Aleo show!~ 

81 Sl'l8 of being ovorshadowod by' tho tJl:uguay Round: 1 t iucludot) 11 Bot of trl1ato'tG 1 

provislonB of a lnrgoly oxhortat1ve natUf,e on tho nood to Ufle lOBo tt'ndo .. 

distortlns domestic polloios and abata!n from oxport nubn1dlcn. Markot aoeeBa 

19 improved by tho provisions of two bilateral (US-Moxico and Canada-Mexico) 

.nl~(HHHl ap,l'(\omont £l for agrlcu 1 turn 1 productn (to supplcment tho US. Canado 

hflllt(lral thflt ill f(!lJ(Jy (DdEit"£ld), 1\ tJchodulo of tariff rodtwt1oflB over tho nCilxt 

t.l'lOtll~; on dnlrv ond poultry prociu('tfl (tho "r.upply mllJ,)lll~fld" comm()ditios), at ItHHJt 

unt 11 f ol'<,'ed by £I GATT flf',rtl(lnwnt to convert theHn to tllr1fffJ. 

ot)wr IH·('tofFJ In its 
\ 

l1hol:'111 lnfluonce, Domostic policies lwvo genot:lll1~' 

Rconomlc R~lntlon8 (eRR) Traoty botwoon Auntfnlla Bnd Now Zoalond fully 

incorporatos Agriculture, hut that was modo COBler by tho ahnrp roduction tn thp 

level of protection of tho Boctor In Now Zealand In lote 1980's, 

PropcudtJOll 4: flOrA tlwtlIbot's wIll have Co modlfy t/lOlr IJgl'lcu.ltlJrlll pc)li.clos (II 

'1'h(~ (,xception to thl.s WllfJ tho libfn:llllzntion of Cnl1nUan 001"001 imp('Hl 
llCCltHl i nf~, 
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llccommodllte free .Lntrll .. bloa trade 

Intra-bloc agricultural trade problems arise for tho Domo reasons as with 

t he GATT. D\)lUest: Ie pl·ogrlllUs refluirfl bordor measures to be affoc tive,i removing 

those borciar nltlOtJUrea would make domestio progrlUllll difficult to wot'k. Tho 

• t It)l') ls how to 1.l11ow f'ro(~ trade wi thin an FTA \1/1 t.hout 01. iminating domA~ tie 

·ogrnrns. 

Freo trode Is nn imprecise concept. It cortainly implios the absenco of 

dollbernte tariff barrlura nnd Buch non-tariff barriers "9 quotas and paroflscal 

taX(lB, It Uf.lllHlly mNUHl the absonce of difJ('t'lminntory polictes that tront 

imput'tEHi goOdH lflijB {ave,roh)), than thOD" of domestic origin. In its atrlcteF.:it 

~<'IltH! it would 111~in lrwluci(l thtl l·(lmovnl of lill policlos that give Ilny form of 

lHt~dfdHtlc(· to dOIl)(>~ll(' firmA, on tlw principle thllt thfl plnyl.ng fl(~ld WIlS not 

TnKf'n to 'tf, (lxtl'('mt~, provision of llIost publlc fioods would tw 

C'ftE'rlNl. lIt:i l~W qllllntltv, (lllldt.ty, nnd method of finnncing of Huch gc)VernmcHlt 

net 1 v it 1 (Ilj unciollht Nil y 1. nf 1 uonce compet f t 1.on. 8 Govornmc~ntfl, howevet·, nl"a not 

likf'lv to buy tllE' ;n'p,t.llnt>nt thllt n fnw·trnd(:, commercial polley involveD givint~ 

1111 nIl dOIU('8tiC' ~wctol'nl, t'£'p,ional Bnd industrial policies. In prncti.ce, tlw 

qll£'Ht ion lEI how to com;t ruin pol1.eies thnt gf.v£' II UlCll'k£'d int~t;Jnt1.ve to £'xpnnd ttw 

pt'odllC't iOrl, or l'(lmH'E' t.ho rorl.lumpt:J.on, of a product of {Ixport intereat to Ii 

trndlng portrH't', 

A (:lns81.fi(~llt1()n of policy instl:uJUEmts permits identltlclltion of thO~H' 

11kply to hp of portlculor rolovllncD in free-trade area talka. For this purpo~1 

it is lIEleful to !'.ltllrt "t.th i1 diFJtinction hotwocm "coupled" llnd "docouplod" poli l \ 

----------- -
1I 1 f: om' llddfJ frN" t rodn tn &OrViCe6, another set of government regulotiotH, 

c~,ulcl be comdd£lrod contrary to free tt·lldc. Barriers to sClrviC'(;l trade an' 
gfHwrally of ttw (orm of regullltlOnEl on ll1bor mobility, rUl(Hl of ofltllblishnwnl. 
fl.duclary control of finunclal uorvlcos, and othclf types of t'ogullltlonEI usually 
d(lpm(l(j "dOln~I~)tic. \I 
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instruments. In thffl contoxt. a "coupled" pol h'lY rewllrds (or tn~eB) producers 

or .. onsumtn,"s on the marginal unit of produotion or consumption. O\.\Cput or UDO 

declslans, thorofore, arc diroctly impacted by the pollcy.' 

Four combinat lomJ of producor and consumer po11cy typos are possible I as 

shown in Figura 1. £1011.«:: hs Chat ore coupled on tho producer side are likely 

to CRuse the most probl~m8 for intra-block trado. Those include primarily the 

S(lt of policies that opeulto llt the border. which are ooupled to both production 

CHId consumption <!I-clsions. Pollc les decoupled on tho consumer side includt' 

various produ~pr subbidl~s paid In a way that allows market prlco5 to find their 

()wn 1('\,(>1. Tht'fH' wLll btl f.lOIllClwhnt lesn contentious. but still rllise issues of 

Producer-dacoupled progrllOls include coupled 

conswner tax~8 onrl Hubslditls, which are unlikely to be of major concern in an 

FTA, and thmw fully d(.I('Duph,d instrlUnonta that do not directly affect IDark£lt 

pric() and lwncp arc' 1 ilud.y to be broadly acceptable to all of the trading 

On!'.' would (~'Xp(l('t th(\ iS6ue of direct trade policies to be the mOfJt 

1 mnwd ill t (. ('Ofl('(1 rn 1 n 1·'TAs. 'rh(. problem will be apparent as a confl1c. be tW(!fJn 

prot~ctPd dmnpstlc producers and those wishing to gain access to thot markpt 

through th(~ prov bilons of the PTA. The na turnl focus of nogot la t tons in the C£HH' 

of tariff protection is to agree on a reduction on such tariffs on intra-blor 

tl'adt'. l(loving mt·ml)(·rs to nm thoir own external commercial poUcy. Tho tariff 

t£>dl.lctiona cnn be subj(lct to sllfeguard prOVisions. whf.ch Clln act to "snnp.buck" 

I} 'IhifJ d(d inll ion of 0 coupled pol icy ts less r 19oroua than others that efll. 
be flugf~es ted. For instance I lump sum payments do not affect marginal decisiOlHi 
directly hut may bo enough to keep a produoer In business. borrow to finaner 
expllns ion I and choos(\ ono produc t over another. 'roo atrie t Ll defin! tion 0 t 
decoupled polt.c iN! is probably unconstructive ln the context of FTAs: too f(·w 
poUr-les would qualify. nnd the llttempt to modify natlonnl polioies could t)(> 
ob~.Hldoned . 
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Cunsumer coupled 

('lln"UlIlcr ucwuplcJ 

= ~ 

FigUI'Il 1: ('tnssifiC1Uion of Instruments Accordh1g to 
Degrce of CoupUng 

a:::::..--

Producer Coupled Producer Occouplcd 

(ncompatible with Pl' A Likely to be tolcrtllcd in fl"r As 
Alluweu on thlru*cmmlry trade 

·t;onSUlllcr subsidies 
.Import luxC!;, levies 

·Stmugc suhfijdh:8 
·1 mJlott quotns (consumer level) 

"Export suh.sidicII 

. VohJflln.·y export rcstrnlnls 

·llume: tlH"kl:t II.l'hcnu.'fI 

,f'ro.Ju('cr·f1nanct'd export 
",uh",idic!\ 

~hltl' tradinJ,t 

Likely to he chultcngcd 111 FTAs Alluwuhtc uncler J;o'rA!It 
as dl,hlltinn uf cumpetltiun 

·fuud litnftlps (gcncrul) 
,Prndu(:cr ~uh!iidic& 

·('rop in!iuruncc 
.[)cOdcm:y Ilnymcnts 

·f Icclurngc pnymcnt5 
·Morugc !\lIh~idics (producer 
level) ·Sct·usidc pnyments 

(1\ .• \> ' Q 
Sct -uliide payments 
(J't . Pw) .0 

I - _-:r:::::: ""' .......... ~~~~.~"-

(P, . Pw)· () refer!; fu the purt of ricHlsldc payments tbut stirnufutc output uhove world prkl!!\, 
nnd (P" . PI)' () i,. thnt purl which hus no effect un o"tput. Sec lext fur un cxplnnutlun of thCSfJ tCJ'J1I\ 



tariffs If imports rlse too fnst. In the case of import quotas one would expect 

tho rolaxatlon of quantitative restrictions on partner trude ovor 6 period of 

time. Domestic pressures will try to influenl:'c the time period llllowod for 

adjustlUAnt, though t'hh.l may be unrclutod to the actunl time nceded for 8uc,h 

adjustment. F1 rms "1111 be k(Hln to protect tho value of their capt tal investment; 

n long t rnmd t ion poriod pl.·oEHIrves for B time the stream of protected receipt.s 

and hence preG~nts a froe full 1n onset values. 

Export subsldlPfl Off' Lll!10 lH:(lly to be objectionable to producer interests 

In an FTA. on 81"<')unch, that compotitton 1s df.,stortcd. GovornrnontR tn Sfmoral will 

ht:tV(, 1<'98 dt ffieul t v t'(:t<hH'1rll\ export tmba1dilils on internal FTA trade, despite tiH' 

f;H't thElt fHll'h BubIddl(is OritH Pl'otoction t.o ptOoducet'o.lO It 18 Bom~what clu.der 

tor an Industrv tu claim pratvctl~n ogainst ImportB than to argue for export 

RbHistnncu Qunntltatlve controls on fxpcrtB within tho bloc, Buch as might bo 

UNod to k~.r prtc~k down In tfm~R of shortage, can also be outlawed with ralntlv. 

('IHW. Voluntnrv Export lh~Btrait1ts (VERs) havo bocome n purt of the commot'cilll 

orm()ry o{ a TH.UutWf clf countriob: it would B(U,1\1 natural that F'rA pnrtners rcmov(\ 

all VEN arronR.m~ntB b~twe.n them, perhaps after a tranaitlon period. 

Among oth~r export·relntod policies that are likely to CRuse problams for 

FTAt:.! art~ hOIU(hm;irK('t 9dlUmNi (where a highor domeBtJc price gives an implicit 

.K~ort subsidy os a result of rovenue pooling) and "producer-financod" export 

EiubRldlos, pllld from a producor levy rather thon from tho taxpayer. ll Sudl 

10 On occasions an importing country may wish to koep the advantage of 
5\.lhs idJ.zed imports from the partner, at the exp(lflsea of domes t i.c prodUCt'l 
intfluwts. Thi!l could be true, for instance, in thc~ case of Mmd.can attltudc'h 
tow.lt'd US p.\)Vernll\f;~nt cred! t; guarantees on oales of dah·y and grain products to 
M~)(lco. 

11 This 1 ns t rumonl nhould be more properly called a consumer ~ finanoN! 
export subs! dy I IlS it elln only be proft table for the producer to sell mon· 
cheaply abroad if the domestic price is raisod above tho world market price. Ah 
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paliclot~ distort OOtnl)otieion and will be targets for nO!~ot111tf,on. Howover, in 

so far nu thoy lIro run by fUlu'koting boards thore could bo considorAble resistanco 

to change. 

This problom of what to do with institutions that run policios counter to 

l1n FTA arises also 1n tho <:(180 of stnto trading. A pnrastato.l importer can offer 

protect inn w1 thout the need for a tar! ff or axplio 1 t quota. The effective qUtltll 

1 a t ht.· amount f mportod. which can bo less thcm would have comB in undor fr(.~e 

t rado I • nd tho imp lie J. t tut! rf revenUe is tl~c pro '"1 t mnde by r080 1110g on tlw 

dOffiPstlc markpt. Rxport ficoncieR also can Influonco traded ~1llntttios, often 

i~lvlng on ()fttl('t lv,' ~Hlh91dy thr(lUE~h trading 10tHHHL A country mn:i bo reluctnnt 

t.o l~,iv(' up itB dwrlRlwd Inf;ltitlitionR on £lccount of an l-wI'A: 1n prnctt,Qe, sornt' 

(lC('()ItUrlod'lt ton wlll hfJV(1 to IHI found to prQvont conflicts arising within tho ITA 

from filatf' tfuellng a('tivlty. 

PrOd\H'l'r HlIl)~ddl(lh t'ldIH~ problemn for prAn cmly Bl1ghtly l41Sfl EW1'loUB thlHl 

dir~ct trnd~ bnrrferu. Comp.tltors In othar countries nro likely to challenge 

prodUCl'l' sllh,ddj(lti llli dlRtortlve of competition. Tho (lCOflOmic cano for th(~ 

n-SpOtHW8 to dlvl'rg(~f\(,NI of (I apt'clflc national characl:(~r. In torm!; of politlcftl 

(lCClf)omy, tt)(1 Ulll'<.'INHi of the 1l1'A rnny hingo on the wll11ngn(lss of govcfnlmmta to 

give up t"lw dght to diElt(Jrt COmllf!tttiof1 ovan whon nutiOtlEll conditions mig,ht 

Wlj "runt sl.H'h po 11 c: 1 (~b . 

tho ralilt lorwht.p hntwcon rnlH"kat prices nnd n IH'c-set: gUlll"antocd price, 'fhoyadd 

B tab 111 t'y to fa tin pd. cot~ (l r not incomes) and are genorn tty cons ld(lt'od hv 

with thC! hom(~ mnrkot ~;('lu~mo, ouch producer .. controlled p()l1cies fcq\lir(l import 
ruatd(.~tiona to o(lt,rat(· lmd are usually lHHwcilltocl with pot'nstntlll tnat.-keUnl'. 
bUllr<ia. 



recipients to be tbe next best thing to adequate mnrkt'tt l)l'icc)8. To give up thone 

poliei.es 1n ,fln ITA may provo difficult. It 10 mottl 11ko1.y that att(!mpts would 

be made to ftdocouplc" such payments. llS haa been done for the pUrpOti66 of control 

of domestic spending. 

Stoa7ltgo subsidios (at the producer lovel) P()SC 8iml1ar problems, but nro 

in general. l1kcaly to, bc lpsa provooativo: thcy aat to remove surplusos whon 

priccs tn"c low nnd mny be deemod hnlpful to tho pArtner country 1n tha PTA. The 

subaldy element In set-aslde programs ls, however, likely to be contentious. 

Set-asidoD are usually ways of rostt·a1n1ng the quantity of output that oan 

b(lm~ [1. t froID support p.-icen. 'rhey should, thorefore. be judged as II part of n 

procluc(~r flubs ldy program, OIl(! can conceptually dlGtln!~utBh between thnt part of 

a set -oslo(\ pnym(Hlt that Is product:ion .. noutral llnd that which is 1n cffnat a 

productlon·stlmulnting uubsidy,12 The US·CIl'"J!rill Free Trade Agr<'ement nttompted 

to deal with this ISBue In the context of opening up Canadian markets to US 

grain. 

Consumor subsidies nrc unlikely to generate significant problems within an 

f'TA, even tJlOutr.h they may distort competition. Thero is enough of a morcantiJ tEll 

f lllvor ttl mO/fl t FTAa to We lcom(~ any erudc .. expnndJ.ng mtHUmrc. Schemes thllt 

(H'lCOurag(! storage (at tho wholosale level) in gone):'a1 will also be found 

unohjocttonable. Stability (rom such storage witt benefit all partners, 

Similarly bentgn aro programs thllt nrc effectively docouplod from output 

1.H)d consumption deci.sions, such as f.ood stam{HJ (which llct murh llS lin incom(' 

12 If Pa is tho (mllq;lnnl) support price, Pw the world pr1co, amI Pi tbc' 
price at which the actual output: would bo the sarno llQ chllc with the policy (til(> 
" Inc~nt1 veil pr icc: I thon (Pi .. 1\,) is the p17ice inccntiv(; and (PI .. P,) 1s Ii 

pt .. oduction.noutt.1 subsidy. Sec Carol Bray, T1m Josllng .tmd Jay Chorlow 
"Adj\HJtmcnta fot Set-Aside Acros in Agricultural Trade Agreoments: Atl Exnmplp 
from the Canada-US 'l'radf;l Agreomont, " ~l1nJJ .Journol of AIU:Lcultllrn1 EogOQmiSfl, 
Vol. 40~ 1992, p.25. 
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oupplemont) and crop 1.nnutanca (so lon& as it 1s not eortUnodlty specifio). 

PaytnOnt:6 pOl' hoctar(l t such aB in onvtutlged in tho MacSharry proposal for tho EO I 

may ruiso BOlne quostion!.] in an PTA. but 1f truly docouplod from cut'rant Qutput 

dcciul.ons thoy fUay have 11 m1.ntmul ilUPBct on oompotition. Tho decoupl<td eloment 

of .oct "as ide pnynumtn could tllso be deemed to be non-d18ttu:tlng within an PL'A. 

Pl"OI)()S 1 t Ion 5: r"'fA mombor~; wLll also clumSfl their tllLrd country trado 

policios over tlmo 

'rlu~ problem of d<,uwut:1c InntrumcmtB iiB barrlora to Inarket aCCtHlS for F1'A 

fHu'trwrtJ 18 tlUl fO('~U6 of mOfJt attentlon in freo .. tr.ado nogot1atlonn. But: 1m 

(HIUully 111lportHnt IfHIU(~ that hl1fl re(:elved t'cllllu:kllbly littlo attntltion is the 

impart of fropr Intra·hloc trado on tho effoetlvonoBo of trade polley lnscrumentu 

that 1l11t~ht bo lwod by mOmhc.lf countrioo on third country trade, Whnt: commercltll 

policic'b (~fm Burviv(1 In on f"I'A? On tho faco of it, members can remove thonc' 

poll<'lc;l(j that (·,l .... ~(~ ('he most trade friction within tho f"TA and ~JtLll mnlntt'ltn 

their individual polL,~1cHl llHlllmit non-mt1tnbofO. 1~18ul."e 2 ahows tlw rtUlgD of 

pollcy Instrwnenta whoro tho trado measuros apply only to third-country trnd9 

B~t vvon if only the 10BB dlofuptivo policicH wore allowed to stay, aignificnnt 

chnngtHJ in thcdr o{foc;'tlvotHHHJ nff;) llpparant. Tho feasible policy Got in an FTA 

la much amnller onco protaction againot partnor trade Is romoved. Tho losa of 

pc)liry offEH:t1vorWEJ8 eM} be 111uatrllf;od by comdderlng tho varioua inst.rument" 

In tho prUDonce ot froo partnor trade. 

'1'ho prob 10m of ell apllra te tar.i efa on thh-d country trade among F1'A mornb(q· ~I 

J 8 wall known. 'l'nlflo Clan be udofloctodl'l through the country with the lowNlt 

border protection and dilute the protection In the other countrlea. It is noruml 

16 



f?iguru 2: Impact ()f llTA on Effectiveness of Polley Instrument.s 

I'()licy hnpnct of PTA 

~ 

Turifi on 3id country Imports tntiers nbovo lowest l,,,riner level 

become ineffective 

Ouuta on 3rd country imporb quoins become Inerrc~tlvc 

- I ililiilMIjtII 

EKJ'lort !Subsidy un 3rd country (rndc suhsldles becume ImlrC f!Xllt'H\sivc _. 
VnlunhlT~ c",)url rt'htruhu HU Ird wtitrnint hccmncli ineffc(l(ivc 

cnunu ~ tnuic 

\'unilhlc irnpOfI I(.'v~ nn Jrd cmUttry IttuhUity proflNty lma 

trad\! 

(;\I\l'rnmc:nl finance,) !ilornl-tl' ~c:hcmc storage scheme hecomes Ic5.~ 

c(flt,ctive 

1--

Quantitalive limit lin dOIlHZlitk l}uotu becomes ineffective us pricc 

markctmt:t or II udur',ufl raising device 

Deli, Hi.'IU:Y p 'yft' 'nlll nut directly lltfcClcd: CO!lt mny he rlliscd or 

lowered 

( '. m",umc r ~,d )"ldic~ not directly nffccted: COllt lUU)' he rni!iccl or 

luwered 

.... ~ ~~ ... 

('fOp in!\uruncc not affected 

,,-
J fccfltrngc (luymcnllt not affected 

Foud stump!!. not affuclcd 
.. _ .. __ .• _ ...... ~~~ iii 
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1n F'l'As to dOBl with t1:af.f~ deflootion by moans of 1:'u10B of or1g1n. To qualify 

as "internal" u product mus" hove:, undergone tl substantial tl:ansforntation (or 

It.cqu .. "cd a pllrt:lcular value added) tn tho pttrtnot' country I Unfortutlataly. this 

remody 19 of 11m! ted uuo for llgrloultut"nl pro(luctA. Rulos of origin arc 

mtHmiuglfH.ls for a hOIU<>gOl'lOUU good I evon if one could trlU!C the origin of lJ 

part 1,~tllar bushol of whoat I national oupp11os arc fungiblo. The low .. p ... i,cad 

counn"y would import 1 to consumption noads to froe up C)(l'Ot'ts to th(! h1gh .. pr1ccd 

market. Such arbltrago could only be stoppod by intorfering with lntra.bloc 

t rndc 

Slmllnr prnhl(~m!1 npply 1n tho CtlfJO of import quotlHJ on third country trod('. 

Orw country C'dnnot (.ff(H.'t:fvc,ly IIwintnln 'luch (luutat'l '.f ft:6 partnor wlth frel(. 

OCC~Ub dooa not Import quotoo enn be fully effective only if "rogionalized" to 

t:lpplv to hoth mUlk(Q!'I··1n (.\tfc~ct tho introduction oC El ",~ornlllon pollcy .. ··Jut:lt IHl 

t ft riff b W 111 on 1 V ho I'ull V (. tf (IC tt vel t f hllrmoni1.od. Th 1 rd- country import policy 

(~an at 111 b(l nomlnlilly indopondpnt in an MIA. \)\.It In pt-uctlco prcfHluroR w111 

mount for rODrdinntlon tn the raac of homoganous products. 

f:xport pol icy tan.o . . J bC1ttfH", An export subsidy (on third count:ry tt'ad(l) 

moy 'HH"vlv(, tlw IWI~ot tilt ton of an l"'rA. nut If thoro in Cr(w llCCfHH; into tilt· 

nUlriw' of t)w (Juh~ddlztn~~ emmtry and supplies arc fungibl", production fl"Om tht' 

non-sulHddl1.1.np. country wl.11 flnw to tht! subsidizing p/H'tnor and cause tho. policy 

to collnpoc. Volulltory export rostraints Buffer the snmo fate: thero la llttl( 

pf)int in ncgotiotiug tHlch rO(Jtrainta with ch1.rd countl"y Buppllcr6 at the front 

door if ttl(! hOt~k door 1 fJ open. Once Runt fl, the flolut lon 18 (d thor COml1lf1l1 

f>1 lid co or' tho l1bllndonmol'lt of' tho ins trum(mta. Homo-market 9clwmofJ EIIHt 

IIproduc~r·ffwHlC(ld" oxport flubaf.dic'J 0100 lOflc thoir cfff.cacy in II fif.tllOtiOt\ of 

free partrwr a(~(!CDB, (lvon 1f rostricted to third countrios. Ttl() Ability of ttw 

17 



marketing board to operate suoh schemas is impalrod by laok of control of nIl 

souroes of (Jupply. ConsumurfJ can in effect choone not to subsidize export'l: they 

merely buy pllrtncl~ produots. 

Also influanct!d by lhc operation of an PTA, au ntllrt<ct (lCCOIlO within th~ 

Clron 1s improved, 10 the Il\cchllnism of tho vuri/:lblo lovy, If one member of tho 

l-:vrA has II fl)wd t 111"1 t'f Ilnd another a variable levy I the fixed tariff will cOlne 

to dominatcl the 1 {IVY . Pdcca in the oountry previously pt'otacted by ehe levy 

will follow tho world prico pluR tho fixed tariffo. with arbitrage among the 

marketB. Othvr fitabl11ty dovices (such CIS variable export subsidies) suffer the 

IHU1W fnte·. It 1s difficult for on(~ country to stnbl11zo its mnrket if l.t has 

trp~ trada with A l~BB stoblo partnor. Instability wl1l flow across tho border. 

Thin will t(lnd to l£lnd to rdth(\f n departure from the F'l'A princlplos or n common 

EJtllbi.llty pol i<,y.1:l It follow!, that atot"llnO pol1.c1.<H.I w111 n100 olthc.r bocollle 

or coord(nut(ld Indop~nd~nt stabilIty policies will not survive a rog10nal frao 

Pl·()p~)B1tl(>lI 6: DOIlICJsti(' Pol1cies In F7'A Members IU"O l1kc.dy to C1wnlJ6 oven 

wlum tllC:lY do not Conflict: wi.tll Intra·IJloc Trlldo 

'nw (!C)\tntd(\8 wi thIn nn FTA may accf;,pt that their powers to run indopcmdcHlt 

pol1c.1os on thIrd country t"l1de IH'C dQ (cstg rostricted: But'cly they cnn L'un 

domoNtia pollrleu to maintain farm inoomes. Taka aB on o~omplo the oontrol of 

domestic supply through production or marketing quotas. Froo partner trado will 

not: in lttwlf provent such quotos frOID oporotl.ng. '1'ho offcctiV<HlOflS of' auch 

"~---'-'----
13 'fo the oxtClflt thllt production fll.lctutltlons ~ tho FTA offfHlL Oll(~h 

oLhor, stability mny be (ncrooned with free trade omong partners. 
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quotas I however I will be significantly limited. It 10 cloat' both from eoonomic 

Bnaly9i~ and trAde polIcy practice thilt domostl0 Qupply controls need trade 

mOllsuros lUi support. If substitute p):eduotion can be frooly imported from an M'A 

partnel:' I the In-oduction c()nt.~ol wtll bo ineffeotivo 1.0 tnlllT\tA,lntng pr1co ,14 

'l'hiE) 16 the rOOfH.ltl behind tho exception in tho OA'r'I' to tho rulo of "cariffo only" 

(At't;f.cla XI), \v'hfah allows quunttt:lltivo rostrictic)',/l when domostio ptoduot1.en ia 

conll·ollod. It, 61FJO 1 hHJ behind tho UllO of l.mpot:t quotas undor Soction 22 of tho 

liE! Agl'lcu 1 tutol Adj us tnwnt Ac t «(ltJ mnondod) which numdatoo Buch aotlon in Bupport 

elf l!."11£\Elt i(" polld()n, fl'TAa put: to tho test tho 1aaua of import barrlorfJ in 

!HIPJHHt of dOlll(l9t1(~ quotuo, 

l'lw rtd/Himwhlp b(ltwf'fln I,lIrA ruins on lntornnl tt'odo Dnd tho "bl11ty to run 

dOIlWHt lc !!ul.Hddy (ll'Onroma lA 1 (HUl "loot·cut, Such nuboldlos could bo rulod out 

on comp(lt 1 t tun l\rmltHifJ, aa 1 ndlcllt(~d nbclVo. nut thoso that survive mlfAht be 

pArln~rR rpdur~B mnrkpt prlr(la, thn roat of doflclenry payments could incrooBe. 

But trCI(I trlld(. could ulew irWt'(lOt.Hl mnrk(\t priceo, if oxpOt~t opportunitios 01.'0 

In thl./j t~ntHl tlw ('CHit ()f doficlOfH:Y ruymontn in on impor.t.ing count."), 

(~()uld p,o duw" , LCHHi lit 01>1(1 IfI01'\<ct In'lcoo, following from tho gt:'olltor lll11rkol 

£l1.~C(l!Hj I wll1 ninu COUEW tlw (!oal of Elu(~h policies to fluctuate. But tho llIorkot 

pr1('(~ in tll(! 1"TA could nlno bc' more stable no II rosJlt: of frO(H' trudo. C{)nlalln(q~ 

POUdtHJ (!ould hor}(lf.1t h'om nUH"!l open nCCOSB to partncn' supplios: food E.ltamp 

programs llnd thOLHI tho t fix mliX lmum pr icc a for connumer foods wlll. ho 1 (HHI COB t ly 

\It Onlt cOl/ld BtUl control pt'oductJ.on to Umtt l~C)vcrrunct1t oxpondl.t.,u·(I. 
POUti('lll Hupport for ~H.ld1 llmltn could erode, howevot', I.f it: was cloot:' that no 
price:- Onh/lT\CCHllClnt WtHJ bolnS ochlclVfld. 
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to run wl.th lowor cost ouppl1co. In gonot·al, 1£ thu oonsumor nnd pt'oduoor 

flubstdios survivo tho "oompct:ltJ,on" tost of tho 1?TA, thoy probably con survive 

tho nrbita"ogc that would follow the opening up of market t'OOtUHl. 

Oecollpllng ouch pol101off. from out:put docitJions WMJ fJuggo'Jtod ns the 

rosponao to the competition loauo, and th16 would tond to freo farm lncomas from 

m()d~ot pr1.cea. Tho aot of dt~co\Jplod policios dlacu8tJcd abovo will gct\4'lrnlly bo 

loft unnfftH.·tod by froo,: h\~l·a·bloc trade. Ct'C){l lHO\1t'ntlO(l, hact£u."llgo pnymt1lnts 

(for the r()du(.~t,1on 1n IH'ico Dupl,ot't, tending tho land, or nbotnlnlng fl~om 

c.'lwmlcal d(1p('!m\(1twv) (md fond Btllmpfi con all tln"iva 1n nn environment of fl.'cO 

t fad,!. In !HHU<' ('(1FH'O, t h(lftl IlIl~~ht bo higher coota, if mnrknt; prices foll or wOt'e 

mOl'(I unntl.blE" but t'ltl<'h flxl:rn CORtoa itl effect" would btl compOIlfillclon for the 

hf~'wfl('l"l Impilcl' of lowell' ('()fit ElUpplfao. It Is no colncldoncCI th'lt the EUlme EJt)t 

of ptdlel('El nt',. \)CIlng prop(Hwd (01: tho "gr(lt'ln box" in tho <lA1'T nogotlotlona. 

Pol1dCHJ that lH't,1 ('otHliutNIl with ft·O(\ rogl.onnl trodo are aloo lU(oly to b(~ 

a('(~('ptnblo nt tho lntfllOtHitlnl\nl lf~vol. They oro not; only cotVJialont with IUllt'l(ot 

lH'C(lflfl unci (~o/llp(qltt(}n rHHHla of lm f,'A, but 0100 thoy, almost olono among 

(Ixint ing po~ iel(;Hi, {~Iln \>0 run (.dC(~ctlV€.!ly in tho preflonco of floCH' tt'ndo nrnonp, 

po l' t lW r r. TIl(! nd nn t rUI1l(lnt 11 ti on of pol Ie lou toworda docoup 11 ng llnd torgot 1 nl~ may 

bCI ttw only WHy for form groups to prOfl(n~VO beno(ic£; wHhout lllctpg hcnd-on th(l 

m()V(lllu~nt to t'(~gt()nlll frf'(1 trodn. 

P}"apm;Jt.} n t1 I: "'TAti Clln lltl COfTIplmnont:(Jry to {J GAl'T AgromlUmt on Allriculcure: 

Hoeh l'lm Help tlw Othor 

1'1'\(1 dJfflclIltl(lu of in(!ludlng agriculturo in an FurA, tnlwn togethc-r with 

tho rtHlltti(I!1 of llrbitrflgo in an li'TA, (\8 Clxp)ored in the l.o~t two propoa1.t.ioml, 

imply thra(~ opt lUlUI for lll.~rlcult.urnl policloEl, Thoy can be prOfHH'vod ft~om th", 
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discomfot't of regionally freo erlldu by the exclusion of agrioulturo from the 

nlllj or PTA provi,B lons • by allowing bordet" l.ntot"venti,ona nnd d:lsor1minncory 

domomtic programs to contlnuo, As nn alternative. thero could be 6 movoment 

toward unl fot'm bloc 1)\')1 to i09 I involving "common polloi.ps" 01." coordinated naeional 

policies (mel nation •• l treatmont for pat'tnet rmppli(HL Or the members of' tho 

froo-trado aren could chango to po11cies which roly ot) 81,mp10 bOl."'dot" ttlt'1ffB llnd 

docouplcd pnymonts. 

In thl~ connoct[on, It lu lntoro~tlns to oonsidor tho linkagos between the 

GATT approach lind l hN'W L nt £Iron 1 {"TA davo lopmontB. g'KC lus i,on of '"sricull'ure f'rolTl 

f''I'As is flot it l()tlfJ.·l(H~t.tflg ~H)luti(m, and throatens to croAte tho sarno confU.ctfl 

within FTA,. as It hlHl in thtl OATT. Movom<,nt: lnwlIrd common hloc agtOicultural 

POli<"ir' 6 if! t\ n',d p<Hi!llhll1tv. which n:linforc.~on tho noed to havo il sttong (JATT 

to 1'("('1'£1(' (11(1 th,\,(·lopm'.I1\t of blH'h pol1,cll"l8. Th(1 movomnnt toward doca;)\,'plf1d 

pllVlllt'llt8 would ht' mnehl lIluch .·llsi<'t' hy II GATT ngl'oolllont olonp, the linoa of thfl 

D\lnl<t;.ol Draft I H~J ttw movE" to "gn!(111 box ll payments would simplify tho nosntinti.on 

of FTAM A favol'nhltl (tATT ()utt~omEl would make nogotintion of thORO agl~flomont!l 

much (l[!Hiflr in ttl(> NAFTA laq~t) pnrt'fl of tho GATT t.f'xt, on th(l doftniti,on o( 

IH'c'(.'plnbl<. !>illtHdfllNl, (It(' , could ho included which \\'()l\ld havo to bo l1og()tiat(.'d 

~~PQrBtply If thpr~ wvr~ no CArr donl. In EC nnlnrgomant. ona cnuld onvisngp 

trnmdtlon p(qlC)d~i {or tnt'lfl~j {mel gr(len·lwx payments, avoiding tho confusion of 

policy hannOlliBlltion of prcwiouR enlargement exercises. 

P l'OPOB H jon I,,' f'l"NIo t I:'lHi(l Arolls W 111 not Sol ve tllo Prol>ltltll8 ot r~or Id Hnrkct E. 

Ttw firwl tHlt of lEHH.1c1s r;olatCl'J ttl thG Unkn botwoen the intro-hlpc 

trcatmsnt of agrlcultural trado and policies Rnd the situation on world ITIllrkatM. 
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Among the nt"1l1ytlclll issves 1n this conto)tt aro the impact of rogional froo trado 

on world ml1rlHlt pt'ico levels Ul1d atabillty: the condit1ons under which trnd(.~ 

divorsion may impact countrios not part ()f trade blocs; tho eKtent to which 

t'oglonnl solutions a'HJist in tho negotiation of multilateral rulos: and tho 

lmparton~o of multilatoral rules for guiding the conduct of lntor~bloc trade 1n 

rhQ9(' qU('Rt ions eto not lu,\\'o a straightforward answer. Tho significance of 

thti tnHltm(lnt of ilf\rl('ult\lrc within an F'TA on outsiders depends on n numbor of 

fiB,' t (In. , PIHtlU10unt 1lI11Onr. lhpH(;\ nro pro toe t 1 on love 18 1n tho 1''1''' count r iea find 

ttw troli(l hlllnflC'l'(i of ttw pllrttcipant6. Boforo lookins~ nt tho issuo of nctlln! 

t r.hll· l,Joo,* (tlld tlw· r imp(t('t. &OIllH clllrUlclttluf\ of the oxpected diroction nt 

that tmpth't 1" Ul,t·fu} At tlw rlBk of nO\1lo tiresome- tnxonomy, thiH 18 Ilttomptpd 

nw lung.(1 (If d it. icll (·Ilt rad(l Ollt(!nIUOB can be seen by Imnr,l nlng four typ I.col 

l OIJ.llt 11(}~j I VHfh H caml1dllt~. (or Il two·country [·''fA (9ElO FigurE! 3) .1' Countri(lB 

A llnd [~ ott.· prnt(·ct loulst. ono an expot'tc1r nnd tho othor an importer, whl1(. 

(,OUtltd(l§ C fwd DonI 0 1U)(Ir1\1 111lportor and oxportot', rCHJp(lctlvoly,lli One c'[m 

\' Tlw (tl~H·u"j.d()fl of thl~j ~l{'('tion Is l1mitc.,d to two'('Olmtt'y (·"rAn, l(l 
hl1JlH·rtd ttU<l(1 Agr{l('m"lltn, 1'lw taxonomy would quiddy Bet tedloufJ if ,lll 
~H)'it,lhl(l multlllltCJtlll fllTMlgPIII(lnto Wc.l!-e to be irwluded, HOWftVef. the f(;\sult·; 
florn th(l twn'('Olll\trv (lxllmpl('R at'(l l11uott'(ltlvo of the rnntr,c of p0991bLlttl.cs In 
ttw mlJlti('Olmtlv ('MiNt. It 1s fHtdltionlllly aSButnod thnt all pllrttWrEi hllV() 

rO'luh1y .:quol W('it1,ht in ttw forUlotlon of tho F'rA. Obv10uoly, 11 dominant parttwr 
(cH.lld ImpCH.lfl ttl<' flp,l'fHla and d(lflnCl th(~ tt'lHlo concer.ns of an unhnlanc\Jd F1'A. A 
particular form ()f hl1{lt'~f'al c4grccmcnt fa the IIhub"llnd'sp(}kc ll model. whor.e H 

1I1r8(' "huh" (~ountry (uny tho US, tho Be or .Jupon) tlogottntfls lndtvLdunl blll,telill 
ngr(l(llnClnt 8 wl t h n numh(l)' of smaller countl*le8, which mlly or may .1ot have IUl 

pr(li(lt'(\f\tinl lH'CCI 8S to (l1lt'1, othet"s marKet9. It Ls tomptlng to Boe tho hub·ond 
Rpoke' aystom {w m(lrely a !h rl(ls of independent bltntarnlt" but llS Eleen t'rl'IIU tit .. 
hub Hw llrrnn~~(ln)(>nt H ,H't' mal'O llkc a mul t icountry FTA. 

16 Tho lorans ()Xpot"ttU' nnd importer refer to tho trade bnlnncc for tl 

part lculur cOllunodlt y. 'fhl) l~omnlCnt9 on internal and external pt'oblmns should tw 
fntorpreted (lccordlngly, 
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Fil~nrc 3: Cutcgoril..nthm or J)(')ssiblc (:or As by Trode Regime nnd Trudo llnJaru:e 

... -
Type of ('uuntry Trade Regime Trude Uatane" Examples 

1\ "rntcctiunist lmllortor Japan, Il.OK 

U J)WlcClionist nXi)ortcr [~C, US. Canada 

- . ~ .. 
{' Uhcral tmJlnrtcr Mexico, ChUo 

D Uht'ntl EKflortcr New Zealnnd, Austroli", 

l)pt.: of rTA IntertMI Pruhlcms Trude Crentlon Trude Diversion 

a) UI-.c:mmdcd 1"1 "!II 

A/\ ('om.:ern UVt~1 dcnl~ctiun IlO no 

- -un (nnt.:crn over IIIuhsidic!<i nu no 

AU c..:onl1ktlt over itCCCI'1!t yes yes 

C( flO Inll'rnal rruhlcm~ no no _. .. ~ ... -
l)() no intern.,\ IH ohlclll~ flU nn 

CD no internul pruhlcllll'1 no uo 

-
h) (untrtlrliHl f'TA!I 

A{, CtlIH.crn over deflection yc~ IlU 

- --
AI) conflich nvcr {leeCh!! ycs no 

--
Ill' concern over subsidies no yes 

-- .. 
flO ItO cunflicts no yCI\ 

............. -- - --



thorofore define Rbt II 1 ikctuinded" FTAt). wht.eh match either protcot1un1nt 

cCluntr1es to{~othor or lnvolv() only thoBO with 11bol"a1 trado policios, In oach 

CllSO ono can ask while intornal prohlems arc likoly llnd what might be the outside 

hlterost. Internal prob1.elnP arc most likely among eho protectionist FtAB. '{'wo 

h1sh-prlcod import:f.n·fl (an M FTA tn Figure 3) w111 tend to hav". oonfliots over 

trnd(l dClflo\!tiofl; (l£lch ('uutlou8 about woukonlng tha1r own intermll mllrkot prioe. 

0nQ would oxpoct tho protectlon lovela in these countries to move togethor ovor 

tim(l IHI il Wily to ovoid SUdl problon'l.4. It 1s also likely that pressure; wUl 

muunt to frN) lip inttl rn11 U'lldtL Tilts could COUll(! tho bloc llS n whole to maV(l 

low,u'd l()\~(.'r If·\I(·lh of prot(lctlon, and ~lomc trndo creation could occur. 

~lgTlifl('tlnt tl'Hd,· dlv('ndon 16 tnhorontly unlikely in mllrkets WhCr'll both 

btqwfi('lnl tn.pllt't on t.hird countl'itHi. P An alltnnt!c b(ltwoon two hlgh-prlc(l(J 

('XpOt"tf'l'fl (a l\B I·'TA in Flguf(' 3) may u180 ItHld to int"rnal conflict", this tlme. 

ftip,nltl('iHit trndf' cnnltion or diversion will ()caur HB fl rt!fJult of prefJBUrE'~1 

w 1 t h 1 TI t tw FTA 

Tt'ud(1 implll't Fj Oil ttw rflnt of tho world tWO more 111<.<HY 1 f tho partnorG hnvt' 

dllf(>rfltlt trlH!(,! Inf'c'rNitfJ ond ('ommodlty balamwB. A prot(lctioniBt lmportor and 

a hlgh·cc>Bt C.IXportE'f (on An F1'A) will undoubtedly try to oxpund Inttu'nnl tr{\(j(·. 

11 'fllc.' onillytIc8 of lrnda croation Llnd tt·ndc.\ dtv(,'rE.llon~ und Itt. 
i ntClrprc t II t ion in non- tnr 1 ff til 1 tunt!'ons , is dl.ocuSRcd 1 n th(1 Annc.nc Trod.· 
cr<~ntlan 1" uaulllly dofinml nl) an inCftHHW in imports in tho lmpc)fting pnl·tHPI 
trade dlvefoion n'!ft'rfl to th(.l Bwltch In the soutce of 8upplhlB llWllY fl~orn third 
country trado. In thu present context, trode croation con be taken to moon" 
r(ldu(ztion In proto! cion lovels 8S 8 result of the I"TA lind trade divN~Bl()n (Hi il 

roduc t lon 1 n domund by tho FTA from the t'Os t of the world (or an l.ncrOOS(1 i fl 
supplioR). Thus trade croation raises "world" pricos and trade diveralon lowvrR 
thorn. 
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at thCl behest of the exporter. though tho importor w111 try to resist th'is 

prossure. Trade expansion will tend to be positive for agricultural markets, but 

tho mllin benefits w1ll be captured by tho o'Kporting portner. Trade diversion is 

likely to swump nny pODltiv(l impacts from frGot' FTA access. l"re6 trnde 

agreements among "liberal" countries lCe,DD and CD FTAs) are likely to be 

relatively benign. With low trnd6 barriet's and few export subsidies. and with 

price levels cloflc to world market levels. the internal improvement tn market 

at~ccsa will have little (lfft:'ct on collective balances with the rest ot the world, 

A different set of responses can be expected if protectionist and liberal 

,,"Olmtl lOB arc· thrown togetllClr In an PTA. These "C'ontrurinn" FTAs nt'e likely to 

hUVL! BOfllf;\wllllt 01 f f(·t'C'nt approllchos to the inclus10n of ngricultut'e in intra .. bloc 

fret> trade. A IH'ut(lctioniat import(lr paired with a liberal importer (an AC F'l'A) 

w111 bel pdllliHily ("ortc'()l'\wd with trade deflection through th" liberal portner'b 

IDHdwUL Agricul ture may wld 1 b(~ l(dt: out of the agreement I as a way of avoiding 

thh prohlem. A prot"'ct ionist importer paired with a 11.1>orI.11 exporter (ar. AD 

t"TA) w111 be.> IO(H"C' likely to li\clude agriculture in tho PTA L\BrtHHn(~nt. Tlw 

e~portfng partner will afRuQ tor more liboral access and lower pricos in the 

lmport('r flS a cundi t ion of mt'lnll eroh!p. 18 Trade crenti.on is likely I but thi rd 

countrhHllDtlY gain little·; the tmprovf~d IH:CeBS would go to the exporting pnrtncq'. 

lHJ (~nvll:)f1gf.d in th!' intra-bloc trndc deal. A liboral importer pairt'ld with a 

protllctlonist exporter (a nc F1'A) will be concerned over the level of subs1tliM. 

{~mploy(!d by itH high-priced partner. Competition ruleR IH,'e likely to be high or. 

If! The IfJ9uO of £\ 1 tb£lral exporter joining lin already established unt (III 
botwovn protoctionist Importors ia of somo interest. Will tho exporter be ablp 
to d\lln~l'o tho trade. stance> of the importern? Or ,~ill tho eX[H)rtor he content tfJ 
turn protoctlonist. knowing that the size of the ~home" mar. Dt will be increaspd 
hy such a policy? Tho Notlwrlands faced this dilemma whon it joined the Uelgilim 
1~ux(Hnbo'lr8 E(~onomlc Unlntl (to form tho lllmELUX Union) in the ifmnediate post wor 
r,wriod. 



tho internal agenda. However t internal trade may not increase, and the mnln 

impact could be on third country tradal 1f the l1boral importer becomes 4 "trojan 

horse't for reduction 1n Internal prices in th" exporter. In thls caSe thoro 

would bo nogat1vo trade "diversion" which would b~ positive for world m4rkets as 

subsidized exports were reduced. l'rotectlonlst exporters paired with liberal 

oxporters (£1 no ~"'rA) also could oatch a dose of liberalism, as the process of' 

u1"bl traBc weakens the ability of tho high cost producer to dump on world marl(.otc.J. 

ThhJ set of posslbilitios would suggest that the impact on any third 

count ry 18 c rue ia 11 y dO{Jendc.lllt on the nt.ture of tha countries forming the ""A. 

It Is us(\{ul to comAlde\' sarno of the major commodit.y mnrl~cts and the situation 

in pxl~Hln8 trlldo bloC's llnd n .. glons dlscu~Bing such art"angements. 'l'hls 1s 

lltt(~mptod in ~'18,\1ro I •• which indicates tn summat"y form the not balant:e of aomo 

of tl\o major (mainly developed country) trade groups. The major trade probloms 

of agricultural markets nro ropresented tn this matrix. The Ee. North and South 

Amor h~ll. and Aua t l'n 1 as t a llro no t ex.porters of wheat, 500\(1n8 .lCCCSS into somewhat 

protected marKots 1n Raat Asia (and i.n other regIons not in the Figure). It 

fol10w5 that the wtwot mark(~t 113 not l1koly to be benefitted by a111ancos betwmm 

low-cost cxporton.l (nR in NAI"'fA) and only somowhat indirectly by nn FTA betwoon 

tho Be nnd othor J~u"opolln countries. 19 If East A~lia joined with eitlwr 

Au!-Jt ralasia or NOl"th Amorica (or avon South Amorica) t one might ."cpect sarno n('t 

Ilhurali~atlon of world trade. nut moat of the improved access into protected 

importor markots would be reserved fOf partn0f supplIefs. The key relationship 

botwoen tho (~()mpet 1 t i v(\ exporters and those who export \:1 th large subs idies lool(~, 

19 An except Ion could be incroasos in wheat exports from Argentino to 
Ih'v,z il. al~ a r(HJul t of a bU.ateral betwoon those two countries. Soe Barry 
Kr Lasoff and Jon~y Sharples "Pt'o£orentlal Trlldlng Arrangements: Wheat Trade Ltl 
Western Hemisphere Countries," (mimoo) 1992. 
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Figure 4: Commodity 11all,"(o and Reglunal Trade Illocs 
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tmllkely to be reaolvod 1n the context of anFTA.20 

The a1tuat:ion for r1t"~ 11 somewhat sImilar. BJ.nco the Ellst Asian market 

hold" the key. tn this caso, tho key relationship would be between tho US and 

J apnf' 1 f frae trade were proposed betweon tha two, tha issue of rico would hnve 

to be faced. Any ltbet'nl solut1on to thts problem would have world market 

benefits. evon if the llS rice producers get the major benefit. Corn trade into 

As1.1.1 is loss t~'HHrl( .. ted. In th1.s CltUJO only tl 'OS-EO free trade compact 1s likely 

to huvc maj or 1 mpal"la on world markets. although int6rnlll tmt)octo of F'fA 

arrtltlgclUclfltfJ eould lu, fiignlflcant for corn"consuming (lCOnomicHJ. 21 011sood 

morkDlru are 0180 likely to bo only affected by free trade agreomonts betwoen the 

(rs und thtl f.e. lllth()u~h ft'(lor trlldo in ollsoeda b4'~twaon South Amart,on nnd the EC 

would hHV(l an impact 'If! wodd pt'lcca, 

The st tlwlion is fWrnl!whnt different for da1ry products and moats, where ttw 

US ifi not u maJor (~xp()rtf!r Tn tho cns(\ of dairy. It 16 not oasy to BOO nn ~"'rA 

putt lng fdp.rai ficllnt IH'NHJUn, fm dairy Pl'ot:octi.on 1n tho Ee, except ll6 I.l result 

ot tHHnCl lU,wrA tJUrplu(HlfL Australia and New Zealand once hl\d tm J~A with the UK. 

wht<'l\ 9timulllt(l(i hNlf, flhNlP, llnd daIry f'lKports to thE,lt country. Now Zonlnnd hua 

tilt· E( and Aw.trrd£udn in l1k(dy to bring fc' l1ef to tho dairy mnrkot. ThQ b(l( t 

Sugnt lfj onfl of th(~ {ow c:ommod1tltHJ in which roglonlll erCH) trlldo (~ould tllV( 

20 It bfl(llnS fJuf 0 to lHHHlfiW t hll t i,n llny l"TA between the US land the EC. I!II 

Community would ltsk for {m oxchudon of 11gl'lcult:Uflll trade. Incltwf.on of l'Huh 
trod~ would havo major repnrcu6Blone for other countrlao. 

21 ThilJ lEI ('1l1rtlculrJrly trU(l of MClxlco 1n the cont(!)ct of the NAF'l'A, wtlC'n' 
inclusion of corn as nn item to be li.borlllir.(~d wlll have mujor lmpllcts on the 
fura 1 (,lCOflOmy , 
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6i601 ftcant pt'c~aure6 off thG tnternfttlonal market. In particular * tho US market 

could (txptmd to abFsorb OXPOl."ts from eh~ Ot.l'r1bbol1n. a.,ntrnl and South Atnerlcll. 

;\t pl"escnt, trade policy ifi dosigned to protnct the worldngfJ of domentia prtco 

support syfJt(~rn8. I f chill protection wero l.-CIDOVed 1n rogionnl nogotil\tlontJ (or 

10 the GATT), thero would be bencf'l ts to wot:ld mnrkcts. 22 Similar bonofl t8 

could be achioved tn some frul t and vogetnb10 lnllrketa, wh(n~o tog10na1 tr.ado flowfJ 

arc both COtllfl lomEUltnry and signtficant in tet .. mQ of world trade. Tho trade 

hotW(,Hln the, US and Conn'al nnd South Amut len, each have tht~ potential fot' 

impacting th. world mnrk~ta for cortaln fresh fruita Rnd vegetables. 

noyond th'HH:? (·()mm()dlt.y·spe'~tflc effects. tho moat important link boCweotl 

FTAtJ and world IIp,rl('1tltut'tll mntkflU. 1a thfJ\ Impact on ntlt:.lonnl domcatlc pollel(Hi. 

At fH""fwrH t hCI t rrtd(· 1 mp It('(J t Ion of such po He 108 1a t.H.d.ng dblCUfHlCd 1n tho GATT 

Tlul fHt~Umcnt in thiB paper' 16 thot a aIm! lilt" outcomo InllY .)(1 

at! Sf tV StOV(ln N.,rf lind Ttmot'hy .loBHng, fu!JU.l!!ln.lJ;-1ttf~~li-!lU{illJM.u!JJ1~ V'i 
n!l tr~, lUulJill&!u:...lmllUL.t._Ql.t!l.tlU! t Nel·'AI) DifJCU!lfJ 10n PnfHJr No !"AP 92·01, Reuoul.'( t' '/ 
fC)f ttl(! F'utur£l, W£tnhinE~t:(m, D.C., '1991. 
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